
'-7THE CHRONICLE.
January 28, 1910

These assets were scrutinized l>y these 
made that lacked

during1 the vernd"''mentumed were small mstUu- j ;ctuaH^ ^,’“‘^",1 ,„ '’valm- the

banks of that country average smaller than almost , - assurances of having made a
the smallest Canadian bank in the list of f*“’ ti ’ conservative valuation failure followed in each 
they average in capital only $135..]65.whllc _* ! i--ron, these facts the fair-minded will
banks in that country that have failed averag • ■ ■ v ^ ronf„iCnce in external bank suiH-ry- 
$,65,786, indicating that small banks arc not mor auditing "f companies, nor ras ilv
prone' to fail than large ones. Incrv„s,seto„«, ami in nl0s, cases bank capital ,s mvtln-
dishonesty, with secretive management, h«i e , ono casc no valuation was 1.
the causes productive of failures of banks, large ! ■ > ^ assets wcre not admissible as t ie
and small, in about the same percen ages from «l e 1 ( , ltlmi,h. hank, and the hank. should
failure, a century ago, of the colossal Bank ot * tU. dosed at the une I he hank
Amsterdam, which for two centuries had held the • condition where valuation within a
leading place in the world's finance, to lie crash hv its capital, was impossible, and
of the great banks of Italy in .803. and even to W s W(;rv miprudent. That a bank would
the history of recent disreputable failures in this 1 - ^ c,im,,,i„n. or lie allowed to continue
country. Perhaps hv taking a mean between ill '1 ■ in slich condition, under a g'
banks of Scotland, Ireland and the l mted | , 5U|WVision with examiners, well trained
we mav best reach an estimate o the number of « ‘ to slM.,, work, ,s not concevable
Canadian banks that would have been saved from , . • . v> roia,jVc question, 1 mav siy that
failure if external examination had licen adopte 1 J : or auditors accustomed to bank wd>
at Confederation. The conclusion to be reache estimate the <|uality of any par-
from such a viewpoint will afford neither comfort bank’s books, lliey arc a,

of external bank su,x-r- iiular arcoun on1 • ,ar bank ms,*-ctor■ £ ::„ï tr&s .£<■,..d ie to do this would take as much detail to
"b,Cas would be required by a phys,™" «

f the subject "I (h.igtv is.
successfully per-

most

„k1 svstem

support to opi>oncntsnor
vision.

I read the article by your excellent contemporary, ,
The Montreal Gazette, to which you make relerence,
but as the case is palpably ifferent from bank , explain ^ „
ins]icction, attention was not given thereto. I £llowledgc that the work is
ever wc had lietter look at the facts. 1IK . .»rr 1'ntrlisti speakingGuarantee and Trust Society of England had form«l ''» ' assertion that external ex-
auditors, whose clearly defined duties consisted u 11 \w Gf great lienefit to 1 >n.ul
" merely verifying "the figures of the balance -nnimon wmdd U «he value
sheet - they were not expected to value as,its, and , I , u(,..,rns 0f ( anadian bank Inthey limited* their work accordingly. In regard of by My f |( ^ U-h re
to the impossibility of a valuation of 1 i< proper -, vuhlu- the returns, to use a mild term. r<
of tins company, the following arc the words of me punit sufficiently dispose -d that
W 13 Peat Esq, the Chairman of its liquidators i<>rre. , . ,remuent that is based on the \ .lu<^roperGes’ under management bad been the P^^hL mLrK 1^''' that «•• «l»' Present they 
“foundation of the conilition of things which ex- of mon hi>1 an va|uc But the subject c. l1- 
“isted to-day. The properties under management ha” '',l ^r lt’<,( wllhout references that are liable 
"consisted of residential flats, office properties. , ’ ^ discussion camu.t wel U- carried
•public houses, hotels, theatres, engineering con- >,offend, an mav, however, add that tb. la v
“ nines breweries, brickfields and sundry other on m «he prt _. -, , , strlvt ; that, in fact.
'W'tie and the outstanding advances by the on the suhjedtinCam ,I » ft.xv exerp-
"By u^on those properties, after deducting the , it » ^most^ksid MX vj,,, , ,,s f
“re-insurances, amounted to slightly over £2,000- tmns >»«. m ^ ^ h-gisl-mr- w-ul«l <"
"cxxi sterling. The society s oustanding guarantees, return . . Koyal ( ominissmn 1 f« 1
"aiter deducting what was covered by rc-insur- well » seek «l,r U^,ai1s „f „,e re. enl bank I...I- 
"ances, amounted to ^9,600,cxx>. Those guarantees knowle k ; before concluding that
-did not deal with contingency risks and licenses un«m not essential
“insurance. No individual, however capa > j nuote Mr- lames B. Forgan, pr<
•far-seeing, would find himself »Me |o give an \ 3 Nah„nal Bank. Chicago. ,n a wa>
"estimate of a useful character in regard to the final the • (> th<i vrr„nP„„s impress!, 11
“result of those guarantees ! * , . external bank supervisionI have not urged that auditors are su|xrhuman , opposed ■ li|nit.|tilllis ,,( examinâti-• 
or infallible, or that all of them are mcorruphbkv ««"« K J «..mination under the
To make any such claims would lx- as absurd as 1 I organ 1. , faV(,rs examinai on l-v "

the arguments implying that these daims h.nc trolh ' 1 . favours auditor- . as"ng - ■
been put forth. Rut wc may consider the episode t Raring rl an„ther examinaivn ' '«u<
nf the I aw Guarantee Company with that of a ectors X. . ban bank shareholder, •«

ganized in the spring of The assets o the: stibjec expmenc m M'-vc 1«
submitted «0 a corps oi bankers^ banks ^ independent .x-rsons long accus-
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